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Mr. R. F. Hogan is a graduate of the University of Western 
Ontario, in Business Administration, and joined the staff of 
the Ford Motor Co. of Canada, in January, 1934. Mr. 
Hogan has enjoyed a well-rounded-out experience in ac- 
counting and cost accounting and presently serves this 
company in the capacity of Assistant Controller. 
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By George Moller, D.juris, C.A. ............. Bere eee 105 


Mr. Moller graduated from the University of Prague, in 
Law and Political Science, and obtained the degree Doctor 
Juris. For some time he was Secretary to the Management 
of the Bohemian Union Bank, and represented this in- 
stitution in the management of several large industrial 
corporations. After coming to Canada, he joined the staff 
of Geo. A. Touche and Co., and in 1945 was admitted to 
membership in the Institute of Chartered Accountants of 
Ontario. Mr. Moller is now with the firm of Robertson- 
Irwin Co. Ltd., as controller, and is a member of the 
Hamilton Chapter of S.I.C.A. 
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TECHNICAL SESSIONS PROGRAM 
30th ANNUAL COST AND MANAGEMENT CONFERENCE 
STE. ADELE, QUEBEC, JUNE 14, 15, 16 


Financial Executives throughout Canada will greet with 
interest the program of Technical Sessions just announced by 
the Cost and Management Conference Committee. 

Developed around the central theme of “Financial Manage- 
ment”, the program will deal with problems uppermost in the 
minds of those responsible for the control of finances in all 
areas of business activity. The following is the program. 


Thursday Afternoon, June 14, 1951 

Theme — Financial and Plant Management. 

Speaker — Mr. G. Henderson, Vice-President and Comp- 
troller, Consolidated Paper Corporation Limited. 

Subject —- “The Need for Monthly Cost and Plant Man- 
agement Sessions.” 

Speaker — Mr. K. A. Jackson, Manager, Radio and Ap- 
pliance Division, Canadian Marconi Company Limited. 

Subject — “Plant Problems and Their Solution.” 


Friday Morning, June 15, 1951 

Theme — Financial Management and Industrial Relations. 

Speaker — Mr. R. H. Perowne, Personnel Manager, Do- 
minion Textile Company Limited. 

Subject — “Facts and Figures for Collective Bargaining. 

Speaker — Mr. E. L. Hamilton, Assistant-Treasurer, Cana- 
dian Industries Limited. 

Subject — “Pensions and Profit Sharing.” 


” 


Friday Afternoon, June 15, 1951 

Theme — Financial and Sales Management. 

Speaker — Mr. W. H. Poole, Supervisor of Research, 
Young and Rubicam Limited. 

Subject —- “Planning Your Price Structure.” 

Speaker — Mr. W. C. Stannard, Executive Assistant to the 
President, Gazette Printing Company Limited. 

Subject — “Marketing Your Products.” 
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SOCIETY NOTES 


PETERBOROUGH TO BE SCENE OF ONTARIO 
SOCIETY CONFERENCE 


The Peterborough Chapter will be host to the 1951 Con- 
ference and Annual Meeting of the Ontario Society, to be held 
on May 25th and 26th, in the Empress Hotel. Although it is the 
most recently organized Chapter in Ontario, it is one of the 
most aggressive, which fact will be in evidence to those who 
attend the Conference. 

Situated in an area, rich in scenic splendour, Peterborough 
is a centre of very diversified industry. There are several cir- 
cumstances surrounding this Conference which combine to 
make it attractive. It is convenient to attend, the Technical 
Sessions will be extremely informative, and there will be pleas- 
ing entertainment for the members and their ladies. 

In the Technical Sessions to be held Friday afternoon, 
May 25th, attention will be given to Industrial Accounting in 
Small Businesses under headings as follows: 

“A Case Study of Small Business Controls” 

“Meeting Management Cost Problems in a Small Business” 

The importance of these two subjects may be emphasized 
by the fact that over 95% of corporate business concerns employ 
less than 300 people. So called small business is indeed the 
backbone of our economy. 

Working toward making this an outstanding event is the 
Conference Committee comprising the following: 

General Chairman — Arthur Pitchford, Quaker Oats Co. of 
Canada. 

Reception Committee — R. C. Bastable, Peterborough Lock 
Mfg. Co. Ltd.; W. Perry, Peterborough Lock Mfg. Co. Ltd. 

Reservations Committee — K. A. Kidd, A. Wander Ltd; 
G. Langhorne, A. Wander Ltd. 

Publicity Committee — George Cheatle, Canadian Nashua 
Paper Co.; S. Adamson, C.G.A., Canadian General Electric Co. 


Finance Committee—G. W. Hodgson, B.A. Canadian 
General Electric Co.; J. Blake Bell, C.A., Quaker Oats Co. of 
Canada. 

Technical Sessions — E. R. Perkin, R.I.A., Purolator Pro- 
ducts (Canada) Ltd., Toronto; N. R. Barfoot, R.I.A., Fiberglas 
Canada Ltd., Sarnia, Ontario. 
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HAMILTON CHAPTER SPONSORS JOB TRAINING, METHODS 
AND RELATIONS APPRECIATION EVENING 


On February 8th, the Discussion Group Committee of the 
Chapter ventured into a new field of acquainting the Member- 
ship and their associates in industry in supervisory positions 
with the most recent methods of job training, job methods im- 
provement and job relations. For this purpose a meeting was 
held in the ideal premises of the Steel Company of Canada 
auditorium by the Director of the Institute of Supervisory and 
Personnel Development in Toronto, Mr. MacKinnon and the 
Supervisor of Training of this Institute, Mr. George Harrower. 
These gentlemen demonstrated to the attentive group of over 
175 listeners the techniques by which supervisors can be taught 
how to train new employees for their jobs or retrain old em- 
ployees for new jobs or for a more efficient performance on 
their old jobs. 

These methods can easily be applied to office work and it 
has been proven that there are vast possibilities of economy 
and improved efficiency in the offices of our companies which 
have been hardly tapped up to now in the direction of applying 
methods which have become routine in the shops. 

Moving pictures were used most effectively to illustrate 
the points which the lecturer wished to convey. Every par- 
ticipant in this meeting went away with numerous points to think 
about and certainly better prepared to consider new approaches 
to old problems in office and factory with a view to helping 
management in its impending task of increasing production for 
defence, without cutting vital civilian output. Although, before 
attending the meeting, there may have been some doubt in some 
minds as to whether or not the field of an industrial accountant 
is connected with production methods, Messrs. MacKinnon and 
Harrower certainly succeeded in making everybody feel that 
no supervisor, as a member of the management team, can 
discharge his duties with full success unless he acquaints him- 
self with the media available to him to do an efficient job in 
training and improving his (or her) co-workers. 

It is to be hoped that other Chapters of our Society will 
make use of this opportunity for progress in training, methods 
and relations. 
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New Members 


CALGARY CHAPTER 


R. O. Adams, 214-37th Ave. N.W., Calgary 
L. J. Anderson, 708- 13th St. N.W., Calgary 
J. O. A. Banks, 102 Crescent Road, Calgary 
D. D. Beaton, 437-21st Ave. N.W., Calgary 
G. Braithfaite, 2123-18 St. W., Calgary 
S. Bryant, 112-11 Ave. N.E., Calgary 

G. Bryden, 1225 Regal Cres., Calgary 

D. Buhr, 520 - 24th Ave. W., Calgary 
Carmine, 404 - 14th St. N.W., Calgary 

T. J. L. Creery, 406 - 8th Ave. N.E., Calgary 
D. Z. Cyr, 1635 Bowness Road, Calgary 

Miss M. Doume, 108 - 3rd Ave. W., Calgary 

J. J. Edgar, 513-4th Ave., Calgary 

N. Fox, 129- 26th Ave. N.W., Calgary 

R. L. Galloway, 2106 Bowness Road, Calgary 
K. Geddes, 453 - 12th St. N.W., Calgary 

J. W. Gillespie, 1801- 10th Ave. West, Calgary 
. L. Granlien, 412 - 18th Ave. N.W., Calgary 
. A. Harris, 513 Alexander Cres., Calgary 

T. Herman, 230- 8th Ave. N.W., Calgary 

. W. Hilchie, 212-11th Ave. N.E., Calgary 
. H. Hill, 3508 Centre B St. N., Calgary 

. C. Huffman, 1320 - 14th Ave. W., Calgary 

. O. Hunter, 1919 Bowness Road, Calgary 

. B. Iredale, 1515- 12th Ave. W., Calgary 

J. F. Maxwell, 715-10th Ave. W., Calgary 
J. E. Maybin, 1405 - 24th St. S.W., Calgary 

K. I. Morrison, 2327 - 5th Ave. N.W., Calgary 
Miss Beryl Moyes, 224- 15th Ave. N.W., Calgary 
T. J. Murphy, 330- 20th Ave. W., Calgary 

G. G. McLean, 731-3rd Ave., Calgary 

R. E. McMahen, 524- 11th Ave. N.E., Calgary 
R. Nelson, 1114- 18th Ave. N.W., Calgary 
Miss M. A. Nelson, 335 2nd Ave. W., Calgary 
J. R. Butter, 3610- 7th St. S.W., Calgary 

D. H. Shipley, 3615 Elbow Drive, Calgary 

B. Willet, 1112A 13th St. W., Calgary 
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EDMONTON CHAPTER 


F. Antman, R.R. 4, Box 22, Edmonton 

W. E. Birse, 9526-95th Ave., Edmonton 

W. P. Braaksma, 11529- 101st St., Edmonton 
W. E. Broderick, 10218 - 120th St., Edmonton 
A. 8. Caskey, 10008 - 146th St., Edmonton 

H. M. Cornish, 9721- 85th Ave., Edmonton 
J. E. Coventry, 1147- 80th Ave., Edmonton 
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P. Crawford, 10559 - 83rd Ave., Edmonton 

W. M. Dickinson, 10124- 104th St., Edmonton 

R. W. Enockson, 11141-91st Ave., Edmonton 

G. A. Guild, 9607 - 106th St., Edmonton 

W. C. Hicks, 10028 - 102nd St., Edmonton 

Mrs. B. M. Langton, 11033 - 129th St., Edmonton 

S. D. Mace, 11027 - 124th St., Edmonton 

W. Miller, 10923 - 96th St., Edmonton 

H. Murphy, 12649 - 82nd St., Sub P.O. 30, Edmonton 
K. G. Murphy, 11307-102nd Ave., Edmonton 

C. V. McDonald, 11715-125th St., Edmonton 

F. C. McNeil, 10208- 124th St., Edmonton 
A 
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. G. Robertson, 11835 - 95th St., Edmonton 

. Rowsell, 10124- 104th St., Edmonton 
Miss R. M. Shipley, Ste. 9, 10924-87th Ave., Edmonton 
S. Stosky, 9840 - 82nd Ave., Edmonton 
L. J. Westgate, 10847- 114th St., Edmonton 


FORT WILLIAM - PORT ARTHUR CHAPTER 


A. U. Aalto, 374 Lamont St., Port Arthur 

Miss E. Baranowski, 329 Clavet St., Port Arthur 
A. L. Buie, 123 S. Marks St., Fort William 

Ken Carpenter, 760 Harkness St., Fort William 
Wallace Duffield, 95 Brent St., Port Arthur 

Cecil Gibson, 132 Pine St., Port Arthur 

William Gibson, 188 Peter St., Port Arthur 
James Grant, 334 N. Marks St., Fort William 
Ronald Hovey, 4 Royal Block, Fort William 

Miss Ruth Hunter, 174 N. Cumberland St., Port Arthur 
Al Johnson, 360 Merrill St., Port Arthur 

Nickolas Kolasa, 351 N. Syndicate Ave., Fort William 
Ruben Korpi, 339 Heron St., Fort William 

Stuart McCallum, 220 Clavet St., Port Arthur 
William McNeill, 383 Cornwall Ave., Port Arthur 
William Roenicke, 235 S. John St., Fort William 
Wilfred Sippola, 444 Cuyler St., Port Arthur 
Stephen Slawski, 1221 W. Francis St., Fort William 
F. Williams, 251 E. Christina St., Fort William 
Miss G. Wragg, 408 N. Brodie St., Fort William 
Miss B. Coursolle, 217 Camerson St., Fort William 
Malcolm McLure, 203 Dease St., Fort William 

J. Petrick, 449 Southern Ave., Fort William 


HAMILTON CHAPTER 


T. J. Weed, Robertson-Irwin Ltd. 

Marino S. Davidson, Canadian Westinghouse Co. Ltd. 
Hartley Bishop, Massey-Harris, “M” Foundry, Brantford 
H. J. Kennedy, Mercury Mills Ltd. 


LONDON CHAPTER 





A. D. Maxwell, General Steel Wares Ltd. 
R. F. Durham, Supertest Petroleum Corp. Ltd. 
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NEW MEMBERS 


MONTREAL CHAPTER 

H. Hunt, Shell Oil Refinery 
NIAGARA CHAPTER 

R. H. Travers, Woods Manufacturing Co. Ltd., Welland 
NOVA SCOTIA SOCIETY 

Miss A. R. Macrury, Chappells Ltd., Sydney 
PETERBOROUGH CHAPTER 

J. Turnbull, Ueterborough Utilities Commission 
REGINA - MOOSE JAW CHAPTER 

W. H. Martin, 2225-11th Ave., Regina 
SAINT JOHN, N.B., CHAPTER 


E. C. Irvine, Department of National Revenue, Taxation Division, 
Saint John 
F. J. Alexander, Jr., J. & A. McMillan, Saint John 


SASKATOON CHAPTER 
P. M. Matlock, Sask. Federated Co-ops Ltd., Saskatoon 


TORONTO CHAPTER 
R. A. Grant, A. V. Roe Canada Ltd., Malton 
K. B. Latta, Department of National Revenue 
D. G. Campbell, Noma Electric Co. of Canada Ltd. 
O. G. E. Dunsford, Browns’ Bread Ltd. 
VANCOUVER CHAPTER 


A. N. Spark, 349 Nigel St., Vancouver 
L. W. Savage, West Coast Hardwood Ltd. 


WINDSOR CHAPTER 
L. G. Lorne, Ford Co. of Canada Ltd. 
NON-RESIDENT ONTARIO SOCIETY 
L. J. Vinette, c/o McDonald Currie & Co., Sherbrooke, Que. 


NON-RESIDENT SASKATCHEWAN SOCIETY 


G. M. Golds, F. D. Adams, Box 51, Birch Hills, Sask. 
N. R. Boychuk, Sask. Federated Co-ops. Ltd., Canoe, B.C. 
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Chapter Notes 


CALGARY CHAPTER 


Mr. B. W. Snyder, Supervisor of Special Projects Dept., Canadian 
Western Natural Gas Co. Ltd., gave at the last meeting an address on the 
setting of gas rates. He stated that public utility companies are permitted 
to make only a certain profit and to charge only at the approved rates. 
The rates established by the Board of Public Utilities are based on pre- 
sentations made at public hearings. 

In explaining the costs of providing gas, he divided such costs into 
three classes, consumer, commodity and demand. The consumer costs are 
dependent on the number of customers. The commodity costs are deter- 
mined by the amount of gas used. The demand costs are largely incurred 
by the necessity of making provision for peak loads of consumption. 

The Chapter was appreciative of the interesting and informative 
talk received from Mr. Snyder. 


REGINA - MOOSE JAW CHAPTER 


Owing to the severe winter weather, the Moose Jaw members of the 
Chapter held a separate meeting in Moose Jaw on January 25th and 
February 15th. 

At the first meeting, Mr. J. Clach, of the Canadian Chamber of 
Commerce, spoke on the subject of Foreign Exchange Control in Canada. 
The second meeting was addressed by Mr. H. Brown, Manager of the 
Royal Bank of Canada, who spoke on the Canadian Banking System. 

Chapter Chairman G. T. Lane conducted both meetings. 


HAMILTON 


The regular meeting of the Hamilton Chapter of The Society of 
Industrial and Cost Accountants was held February 15th, in the Ten 
O’Clock Club. It was the occasion of a visit from Mr. Norman Terry, of 
Vancouver, the Dominion President of the Society, and guests were present 
from the Toronto and St. Catharines Chapters. Mr. Terry reported on the 
progress of the Society. 

The guest speaker was Mr. J. J. MacDonnell, of Montreal, who spoke 
on “Practical Internal Control”. The first thing to be done was putting 
management policies on paper in the form of a manual, and this should be 
kept up to date; next is control of personnel by setting up a plan of 
organization. Control of reports and forms is next in importance. The 
overall planning of course includes budgetary control. 


TORONTO 


Our annual joint meeting with the Hamilton Chapter, at the Royal 
Connaught Hotel, Hamilton, on Thursday, February 15th, was a most 
enojoyable affair for the forty or more Toronto members in attendance. 

We were privileged to hear Mr. J. J. MacDonell, C.A., Systems and 
Methods Manager in Canada for Price, Waterhouse and Company, talk on 
the subject of “Practical Internal Control”. This talk created real interest 
with a very interesting discussion period at the close. 
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the tweowpanable new Burroug hs 
Sensimatic 
accounting machine 

That’s because the Sensimatic is the machine 

with the “mechanical brain” —the sense 


plate that directs it through every accounting 
operation. 


1951: Production, production, and more 
production. 


Never before have complete, on-time facts 
ind figures, records and reports, been so 
vital to business. 


And never before has there been an account- 
ng machine like the sensational new Sensi- 
natic to help every business get more things 
one. The Sensimatic does more things faster, 
‘asier, more economically than any other 
counting machine at any price—is ready 
or any accounting job at the twist of a knob. 


Already thousands of businesses —large and 
small—are getting more things done with 
the Sensimatic. 

Your business probably can, too—at a sur- 
prisingly low outlay for such a universally 
useful accounting tool. Get details from your 
Burroughs office today. Burroughs Adding 
Machine of Canada, Limited, Windsor, Ont. 


WHEREVER THERE’S BUSINESS THERE’S Burroughs 
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DEFENCE COSTS 


The latest estimate of the Canadian defence bill for the next three 
years is 5 billions. 

World War II had a total dollar outlay of 16 billions, so we now plan 
on spending one-third of this in peacetime. 

In per capita terms, this means approximately $1,000.00 for every 
Canadian family for the next three years before all-out war. 

Defence construction may go as high as 200-300 millions this year. 

With the present manpower shortage, it seems almost certain that 
registration and allocation of same will be necessary this year. 


STEEL EXPANSION 


Two of Canada’s largest steel corporations plan on spending upwards 
of 75 million to increase capacity. Definite plans call for an additional 
650,000 tons annually, or an additional one-fifth to our present 3.3 million 
tons. 

Rumored also, is further expansion to the extent of 200,000 tons. 

Estimates of our present needs call for something like 1 million tons 
more steel capacity. The present developments certainly are a big start 
in that program. 

Production of steel in 1939 averaged 200 lbs. per capita and last year 
amounted to 480 Ibs. 

Pig iron capacity increased from 846,000 tons in 1939 to 2.3 million 
tons in 1950. 

The steel industry employs about 300,000; about 30,000 are in the 
mills, the rest in secondary industries. : 

During 1950, over 275 million dollars worth of steel was produced 
at the mills. 

Manufacturing concerns consume about one-third of the entire steel 
output. Construction takes another quarter. Railways, the biggest single 
customer, use one-fifth of the total yearly tonnage for maintenance and 
new rolling stock. 

Pipelines used 140,000 tons in 1950 and a new demand has arisen 
for oil well pipe casing steel, amounting to 85,000 tons in 1950. 


LABOUR MANAGEMENT CONFERENCE 


The Manitoba Department of Labour has begun a new experiment 
to try and reconcile employer -employee views and, if possible, to deter- 
mine the relationship between wages, profits and prices. 

The question of the basic causes of high prices has always been a 
knotty one. Management says that wages are the cause; Labour says 
that profits are to blame. 
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C. & M. ROUND-UP 


Perhaps the new forum planned by the Manitoba Labour Department 
will be able to bring some understanding between the groups as to wage 
and profit economics in a free enterprise system. 


CUSTOMER CREDIT REGULATIONS 


Changes in the above Government Act became effective the first of 
February. 

Maximum period of credit in the case of motor vehicles and all other 
credit buying with the exception of revolving credit plans, is 18 months. 

Revolving credit plans involving coupon certificates and other 
documents entitling the holder to delivery of consumer goods, are held 
to a credit period of six months. 

Minimum payments on all plans are $1.25, if payable weekly, and 
$5.00, if payable monthly. 

Minimum down payments are one-third of cash price or 20% of re- 
mainder after deducting amount of allowance for trade-in, except in case 
of automobiles, where down payment is one-third of cash price. 

Revolving credit plans call for one-sixth of cash price down payment. 


OFFICE WORKERS IN CANADA 

Weekly salaries of office employees in 19 representative clerical 
occupations averaged $36.60 in October, 1949. The salaries of male 
clerical workers averaged $44.80, compared with $32.50 for female 
workers. 

More than two-thirds of the office employees were on a five-day week 
in 1949. The normal week averaged about 39 hours, with 46 per cent of 
the employees working 371 hours or less. 

In the five major cities analyzed, the highest average weekly salary 
was paid in Montreal and the shortest average weekly hours were worked 
in Toronto. 

There are an increasing number of collective agreements for office 
workers in Canada. 

There are at present 100 collective agreements covering some 21,900 
workers, which pertain solely to office workers. Their agreements, while 
showing little uniformity among themselves, have many similarities with 
agreements for plant workers. 

Increased rates of pay for overtime are made an issue in less than 
half the agreements. In the 13,800 workers so covered, workers receive 
142 or 2 times the regular rate when working beyond normal hours. 

The sharpest contrasts between office and plant workers’ agreements 
are in regard to union security, hours of work and vacations with pay. 

The Union shop is more common in office workers’ contracts, in- 
cluding membership provisions than are straight maintenance of member- 
ship provisions. 

The majority of office workers appear to work a five-day week of 
less than 40 hours. 

Uniform plans for paid vacations are more common in office agree- 
ments than in plant, probably due to a more or less standard two-weeks 
vacation allowance given by industry for some years now. 

Paid sick leave provisions are found in 36 of the 100 agreements 
studied. 
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Current Literature Digest 
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By W. W. HENDERSON, R.I.A. 


PROCEDURES FOR PROMPT FINANCIAL STATEMENTS, by John H. Gaither. N.A.C.A. 

Bulletin, Section 1, February, 1951. 

Mr. Gaither says: “Management has always turned to the accountant 
to find out what has happend. To-day, management turns to the accountant 
to find out what will happen. The idea that the accountant is an historian 
has at last gone for good. To-day, he finds himself cast in many roles. His 
reports are coming more and more into their own as an impelling force, a 
tool to assist management in long-range planning.” 

















The article stresses the need for prompt submission of reports to 
management — especially the Balance Sheet and Profit and Loss State- 
ment, supported by subsidiary schedules. It outlines the methods used in 
the author’s company for the accomplishment of such promptitude. Largely 
this is attained through (a) the organization of accounting on a re- 
sponsibility basis, and (b) scheduling of accounting work. 

Every division of accounting is organized so that its work is natural 
to its basic function, and so that its work and end-result reports dove-tail 
into the over-all accounting picture — both from the view of needed 
information and timing. Exceptional co-ordination and co-operation are 
evidenced. 


The article concludes with: “The system described has been evolved 
through years of analysis and review, with refinements constantly being 
made and accounts and grouping revised for greater efficiency. In all 
changes emphasis is being put upon the need of management for the 
reports.” 


STANDARDS TO MEET PRODUCT CHANGES, by A. L. Hunt and H. J. Walker. N.A.C.A. 
Bulletin, Section 1, February, 1951. ; 


Standard costs were first initiated for purposes of work and material 
measurement. Subsequently they were used as an accounting tool in the 
valuation of inventories — raw, parts and finished — and in the valuing 
of raw materials consumed and cost of goods sold. This latter use simpli- 
fied and reduced clerical computation. However, frequent changes of 
standard costs, where finished products, and material and labor components 
of finished goods, are numerous, can often be attended by an amount of 
clerical work in excess of that required to maintain inventories at actual 
cost. Consequently, while production management usually desires changes 
of standards to correspond wholly -with current conditions, irrespective of 
the frequency of change, accounting management will probably be much 
less enthusiastic, notwithstanding that inventory valuation may be less 
accurate. Accounting simplicity is served by a more constant and basic 
standard. 

The authors of this article recognize the arduous clerical efforts which 
frequently attend revaluation of inventories. They do, however, advance 
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* RIDEN CALCULATING MACHINE AGENCY 


Canadian Distributors: JOSEPH McDOWELL & CO. 
Confederation Life Building, Toronto, Ontario 


Sales and Service in all principal cities. 
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an alternative method to inventory revaluation, but with limited en- 
thusiasm. That is the segregation in inventory classification of products 
made during the existence of previous standards from products made 
currently and subjected to changed standards. 

However, they do not consider such alternative method wholly 
satisfactory either, and actually advocate a third way of coping with the 
problem. Namely, to apply the new standard, be it for direct labor, direct 
material or overhead, to work-in-process; but to retain the old standard as 
a charge basis to finished goods. The variance resulting from the difference 
between work-in-process standard cost and finished goods standard cost is 
termed “variance due to product component changes”. 

A case study of the three methods of standards’ treatment is presented. 


MY JOB CONTEST — AN EXPERIMENT IN EMPLOYEE RELATIONS METHODS, by 
Chester E. Evans and LaVerne N. Laseau (Personnel Psychology, Monograph No. 1). 

General Motors Corporation in the United States recently conducted 
a contest on the subject: “My Job, and Why I Like It”. Letters of about 
100-word content were solicited from employees on the subject. Judges 
from outside the corporation were secured. Prizes were awarded for the 
best efforts. Judgment was based on: (a) Sincerity; (b) Originality; and 
(c) Subject Matter. 

The primary purpose of the contest was to help the General Motors 
personnel to see and appreciate the good things about their jobs. As the 
notice to employees stated: “Nothing in life is perfect. We are all aware 
of shortcomings among our associates, in our homes, in our jobs, in our 
country — no job is perfect. But whatever the job may be, there must 
be good things about it. This contest will help focus your attention on the 
things you like about your job.” 

However, sincere analyses of submitted manuscripts were made by 
the Corporation to assist personnel administration. The book which is in 
report form treats these aspects in great detail. The subject order is:— 

Part I — A Unique Management Tool for Two-way Communication. 

Part II — Management Listens to Its Employees — The Research 
Job. 

Part III — Translating the Results Into Action. 

Part IV — Broad Implications for the Future. 


PERSONNEL PROBLEMS UNDER MOBILIZATION, WITH A SECTION ON ECONOMIC 
AND POLITICAL FACTORS, Personnel Series, No. 135. 


WAGE POLICY AND PROBLEMS IN A PREPAREDNESS ECONOMY — Personnel 

Series, No. 136. 

American Management Association Publications. 

The contents of these booklets are transcripts of papers delivered at 
the Fall Personnel Conference of the American Management Association, 
held October 2-4, 1950, in New York City. 

Subject headings are:— 

Personnel Problems Under Mobilization 

(1) Security and Loyalty Considerations in Personnel Administration. 
(2) Planning for Industrial Mobilization. 

(3) Foreseeable Selective Service Requirements. 
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(4) Effective Recruitment and Utilization of Tapers. 

(5) Economic Policy Faces the Future. 

(6) Management’s Challenge in the Coming Decade. 

(7) Approaches to Economic Education. 
Wage Policy and Problems in a Preparedness Economy 

(1) The Thinking Behind the 1950 General Motors Agreement. 

(2) Impact of Mobilization on Company Wage and Salary Structures. 

(3) Collective Bargaining in a Transition Economy. 

(4) Economic Issues in Labor - Management Relations. 

(5) Trends in the Wage and Salary Picture. 

These booklets will provide interesting and valuable reading to many 
of our members. 


HANDBOOK OF PERSONNEL FORMS AND RECORDS, by Eileen Ahern. An American 
Management Association Publication. 
The objective of this book seems best explained by a quotation from 
its preface:— 

“This report consists principally of reproductions of forms 
currently in use: It is not A.M.A.’s objective to prescribe sample 
forms. It is hoped that the forms shown will suggest the wide 
range of possibilities and that, with the accompanying analytical 
reading matter, they will serve as guides which will make it easier 
for companies to design forms to suit their own requirements.” 
Principle headings under which specimen forms are classified and 

presented are:— 
1. Employment and Placement 
(a) Requisitions for Personnel 
(b) Application Forms 
(c) Interview Records 
(d) References 
(e) Medical Forms 
(f) Induction of New Employees 
(g) Patent Rights of Employees 
2. Wage and Salary Administration 
(a) Payroll Notifications 
(b) Job Evaluation 
(c) Attendance and Absence Records 
3. In-Service Records 
(a) Manpower Inventory 
(b) Merit Rating 
(c) Training 
4. Employee Relations 
(a) Group Insurance 
(b) Employee Discipline 
(c) Grievance Records 
(d) Suggestion Systems 


OTHER ARTICLES OF INTEREST 


PROPERTY RECORDS FOR INSURANCE PURPOSES — by W. Y. Armstrong — 
N.A.C.A. Bulletin, February 1951. 
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PHO!OGRAPH RECORDS ARE MADE ON SCHEDULE — by Thomas J. Davis, 
N.A.C.A. Bulletin, February 1951. 

POINTERS ON tHE TECHNIQUE OF WRITING AUDIT COMMENTS — by Jennie M. 
Palen, C.P.A. — The New York Certified Public Accountant, February 1951. 
FORM A\’D CONTENT OF THE ACCOUNTANT’S RE PORT — by Robert G. Koeppel, 

C.P.A. — The New York Certified Public Accountant, February 1951. 

MODERN DEVELOPMENTS IN FINANCIAL STATEMENTS — by Sidney G. Winter, 
C.P.A. — The New York Certified Public Accountant, February 1951. 

COST ACCOUNTING FOR ICE CREAM COMPANIES — by Alexander W. MacDougall 
— The New York Certified Public Accountant, February 1951. 

ACCOUNTING AND AUDITING ASPECTS OF A MOVING PICTURE THEATRE CHAIN 
— Eric W. Walley, C.P.A. — The New York Certified Public Accountant, 
February 1951. 

HOW TO DECIDE WHETHER TO MICROFILM BUSINESS RECORDS AND HOW TO 
GO ABOUT IT — by Irving Zitmore — The Journal of Accountancy, February 
1951. 

OFFICE LEADERSHIP AND SUPERVISION — by A. C. Mitchell — The Canadian 
Chartered Accountant, February 1951. 

A SURVEY OF OFFICE EFFICIENCY — by K. C. Keown — The Australian Accountant, 
December 1950. 


ADDRESSES OF PUBLICATIONS 


The American Management Association, 330 West 42nd Street, New York 
18, N.Y. 

The Australian Accountant, 430 Bourke Street, Melbourne, Australia. 

The Canadian Chartered Accountant, 10 Adelaide Street East, Toronto, 
Ontario, Canada. 

The Journal of Accountancy, 270 Madison Ave., New York 16, N.Y. 

N.A.C.A. Bulletin, 505 Park Ave. (Fourth Floor), New York 22, N.Y. 

The New York Certified Public Accountant, 677 Fifth Ave., New York 22, 
N.Y. 

Personnel Psychology, 1727 Harvard St., N.W., Washington 9, DC. 





COST ACCOUNTANT 


Required by Company manufacturing nationally known product— 
Toronto Area. 

Applicant must have at least seven (7) years’ experience preferably 
Metal Stampings, Fabrications and Product Assembly. 

Position requires ability to co-ordinate costs and Financial Records 
also system of Executive reports. 

Excellent opportunity. 

Reply stating Education, Experience, References and Salary 
expected. 
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C.1.0.8. INTERNATIONAL EXCHANGE 
LETTERS 


The National Management Council of the United States 
of America recently released the 1950-51 Portfolio of Inter- 
national Exchange Letters. This is the fourth exchange which 
the National Management Council has edited and published. 

The Portfolio contains letters obtained by the National 
Committee of the International Committee for Scientific Man- 
agement (C.I.0.S.). The letters are written by men in important 
managerial positions in several countries, and deal with the cur- 
rent management problems which each writer faces. 

From the foreword of the Portfolio, we quote: “They ex- 
press the opinions of individuals, opinions which are not ne- 
cessarily endorsed by the national management committees 
which secured the letters. They offer a cross section of the 
current management thinking in several countries insofar as 
this may be obtained from an informal exchange of manage- 
ment information among a limited number of individuals.” 

Through the kind permission of the National Manage- 
ment Council, two of these letters follow this introduction and 
others will appear in subsequent issues. 


DENMARK: LETTER No. 2 


Subject: Organization of Manufacturing Processes 

The Danish Committee for Scientific Management has re- 
quested a description of our company and of the views gov- 
erning our attempts to rationalize our manufacturing processes. 

A special article is produced — a semi-manufactured article 
that is mainly used in the electrical low tension industry and 
for wireless work. 70% of the output is accounted for by a fairly 
complicated mass article, and it is produced by the million, 
while the balance consists of large variants, which are produced 
by the thousand or the hundred but always in serial 
manufacture. 

A special feature of the manufacturing processes is that 
chemical as well as electronic and mechanical processes are 
used and that the processes are highly mechanized. 


The raw materials used are only available in this country 
to a very small extent, and they must be largely imported in- 
cluding a few — particularly chemicals — from the U.S.A. The 
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material situation is generally difficult, the production being 
based on highly refined special materials that are only produced 
in a few places in the world. 

The pay roll comprises 150 hands; and with the exception 
of the tool shop, unskilled labor is employed throughout. Fe- 
male labor accounts for 60-65%. 

From the very beginning about 20 years ago, our problems 
could be expressed by the commonplace words: “Output and 
quality to be increased and prices to be lowered.” Since then 
we can show lower prices to the extent of 75% on the back- 
ground of an increase of materials and labour by 175 - 200%. 

These figures express a course of development which was 
only possible because the daily output to-day exceeds the annual 
output 20 years ago, and because our technical staff have solved 
their problems according to the requirements of our time. 

In our limited field the development of our company is 
governed by the manufacturing technique, an outlet having 
already been assured provided that price and quality are com- 
petitive and leading in the development instead of following it. 

Now it is the management’s business to concentrate on the 
following three items: 

1. Organization of the technical staff in such a way that 
the natural and greatly individualistic abilities of each engineer 
are given free scope of development and that the technical staff 
act as a unit. 

2. Integration of the internal organization as an organic 
part of the productive facilities. 

3. Development of Human Relations. 

The Technical Staff 

It is the close collaboration among chemical, electrical and 
mechanical engineers, and their enterprise and daring that solve 
our problems. In our company each problem is simplified 
through mechanization or solved by resorting to our manu- 
facturing technique. 

Internal Organization 

It must be realized that the productive facilities are not 
only formed by tools, machinery and manufacturing processes, 
but that the internal organization is an organic part of such 
facilities. To the whole-hearted co-operation between these two 
apparently different functions we attach the greatest importance. 
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Should at any time such co-operation cease our organization 
would disintegrate. 


Human Relations 


I am not of the opinion that mechanization of production 
reduces the requirements on labor’s intelligence and inde- 
pendence. Speaking from experience I insist that the contrary 
opinion is true. Not even the best mechanized production is so 
perfect that labor’s effort can be reduced to passivity. On the 
contrary we can only use men with the best qualifications to 
operate the complicated machines, and we would be in an un- 
fortunate position, if we relied upon unskilled labor, poorly en- 
dowed by nature and without the slightest interest in the func- 
tions of the machine. 

My personal experience is that particularly in this country 
we have every prospect of getting good operators for our 
machines, as applicants are not only in possession of manual 
skill but also have a good basic education. This fact obligates 
the management to far-reaching considerations as to personal 
requirements and favorable working conditions. My experience 
is that the workmen in this country are sympathetic toward 
management and reciprocate our efforts in establishing co- 
operation between labor and management with the best possible 
production conditions. 


FINLAND: LETTER No. 1 


Subject: Internal Organization at the Senior Level 


The firm is a co-operative retail chain, mainly in food 
distribution but comprising also household utility, clothing, 
drug and other kinds of stores. Most of the food produces are 
purchased from farmers and processed in their own factories. 
The firm was established in 1905, has 450 stores, 22 restaurants 
and 4,000 employees. 

This letter describes the internal organization, especially 
on the upper levels, and its recent changes, which are still under 
development. 

The organizational division of work has until recent years 
been the traditional commercial system, e.g. one person is in 
charge of a certain line beginning with purchasing, warehousing, 
manufacturing and finishing up, with the supervision of the 
retail stores in that line. The strong expansion of the business 
necessitated, however, a reorganization. 


95 








COST AND MANAGEMENT 


This reorganization was conducted after a thorough study 
and resulted in the establishment of three main functional di- 
visions: purchasing, manufacturing and marketing, with one 
specialist heading each function. The previous division of work 
was along vertical (commodity) lines, the present one along 
horizontal (functional) lines. The gains are considerable through 
functional co-ordination and uniform control procedures. A 
healthy mutual critique and competition is emerging between 
the various functional stages concerning the quality and quan- 
tity of produce to be bought or products to be manufactured. 
The cost control also becomes more clear-cut, when the retail 
stores are independent units. 

It seems, that this kind of organization suits only a fairly 
large business, where a specialist can be placed into each field 
and he has enough work to do. The system also pre-supposes 
a very good and confidential co-operation between the functional 
departments on all levels. For this purpose inter-departmental 
committees have been set up, and these have a positive effect 
on the creation of “esprit de corps”. Simultaneously with the 
reorganization a delegation of further executive power was ex- 
tended down the line, and this also got a very good response. 

The versatility of our business has been the main obstacle 
in the way of formulating a clear and logical organization. The 
danger of over-organization has been counteracted by giving 
suitable tasks outside their main function to those who haven’t 
got work enough in their organizational position. 

Side issues, although important ones, are the newly created 
methods and business administration departments and the re- 
modelled in-plant training. The courses for store clerks are 
supplemented with T.W.I.-type courses for supervisors and 
other special personnel. The main ideology of our business — 
the production and marketing of good and inexpensive con- 
sumer goods is emphasized in these courses. 

The results of the new organizational system has thus far 
been almost unanimously positive. Top management has found 
the new system well suited to the present needs of the firm and 
has decided to develop it further. 
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Control of Manufacturing Expense 
By R. F. HOGAN 





The rising cost trend makes it more than ever 
imperative to adopt the best possible means of fore- 
casting and controlling expenses. 


The author suggests a 7-point program for the de- 
velopment of departmental flexible budgets, applicable 
to any manufacturing plant making several related 
products with seasonal swings and fluctuating pro- 
duction schedules. 











Shattering customary precedent, I open my remarks with 
a challenge — Are the overhead expenses of your company 
distributed and controlled — or just distributed? A manage- 
ment doing the former is wide awake and well informed. A 
management satisfied with the latter is obsolete and vulnerable. 
Ancient tradition must give way to modern technique. Why 
longer cling to a Model T (or “Chevvie”) when a ’51 Monarch 
is at your disposal? 


Never before have the incentives for adequate expense 
control been so numerous and so potent. The social incentive 
of combatting inflation calls for reduced expenses. The patriotic 
incentive of achieving national preparedness at lowest cost to 
the taxpayer demands improved overhead efficiency. The 
supply incentive of feeding increasing production with diminish- 
ing manpower and materials cannot tolerate wastage but must 
make every dollar count. The reviving Government control 
incentive of operating under a fixed price ceiling calls for 
holding the cost floor as low as possible. And, finally, the 
time-honoured self-preservation incentive instinctively suggests 
that expense control is the surest guarantee of a strong com- 
petitive advantage. 


I have selected Control of Manufacturing Expense as my 
topic because I believe that it is that element of cost most 
controllable by management but less controlled than it should 
be. It is also becoming the dominant cost element through 
steadily increasing mechanization, producing ever greater 
maintenance cost, more set-up labor, etc. 


A Paper presented before the Windsor Chapter. 
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The phenomenal rising cost trend of our time makes it 
more than ever imperative to adopt the best possible means of 
forecasting and controlling expenses. The old “static” or “fixed” 
budget is no longer adequate, being fundamentally weak. For 
example, while it provides a fixed forecast of expenses for a 
predetermined production schedule, it is helpless when actual 
production varies from the expected volume. And I make bold 
to say that fluctuating schedules are the rule and not the 
exception. Shortsighted indeed is the policy that seeks to cast 
production schedules in the mould of an inflexible accounting 
system. Should accountants not rather develop a technique that 
will measure and control efficiency for any production schedule? 
I believe they should. What’s more, I believe they have. The 
“flexible” budget is our answer. Without it, management is 
powerless to appraise intelligently the true performance of a 
foreman. The reason for this is because his variance from the 
“static” budget is an inseparable mixture of justified “volume” 
variance and unjustified “controllable” variance. Moreover, 
such a system is the surest way to discourage the foreman be- 
cause he knows that the variances reported are not truly in- 
dicative of his performance. Half-true facts are not really facts 
at all. 


I cannot emphasize too strongly that inability to determine 
valid expense variances due to fluctuating volumes from invalid 
variances due to inefficient operation leads to confusion and in- 
effectual control. 


Budgeting of expenses is synonomous with setting standards 
for expenses. Flexible budgeting provides such standards not 
only for one rigid production rate but for every possible rate 
and volume. The basic principle is to segregate by scientific 
study the fixed and variable elements of each expense account. 
In this way a foreman’s expense allowance for any rate of pro- 
duction will be the combination of a fixed dollar amount for 
those elements which volume change cannot affect, plus an 
authorized percentage of his direct labor at actual volume for 
those elements of expense which should be made to vary with 
production. 


Does this sound vague or complicated? Let me simplify 
by suggesting for your consideration a 7-point program out- 
lining the steps I consider requisite to the development of an 
effective budgetary control system. I am itemizing these steps 
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in the interest of utmost clarity, making them applicable to 
any manufacturing plant making several related products with 
seasonal swings and fluctuating production schedules. 


The first step is to review your departmental organization 
to assure that productive operations are intelligently grouped 
and sufficiently subdivided. Each department should be headed 
up by one recognized supervisor. Responsibility must be fixed 
for satisfactory expense control. Dual responsibility really means 
no responsibility and no responsibility means essentially weak 
control. 

The Second step is to so organize your Chart of Accounts 
as to guarantee clean-cut, uniform, functional accumulation of 
expenses. Each account name should convey a clearly-defined 
image of what its total represents. 


With these two preliminaries accomplished, the Third step 
now proposes a definite move in the direction of budgeting. It 
calls for the carrying out of an intensive market analysis to 
reveal the competitive trends affecting your products. The 
results of such a study should be tempered by forward company 
plans and accompanying steps to obtain maximum market 
penetration. It is necessary to know if you are budgeting for an 
expanding or a contracting business. A realistic budget is geared 
to the planned future and not hitched to the obsolete past. 


This forward sales picture, coupled with your known pro- 
duction capacity, now places you in position to take the Fourth 
step which is to establish the standard annual volume and the 
standard annual working days which will comprise the very 
backbone of your budget program. Standard volume is to be 
determined in the light of your expected average annual pro- 
duction over a considerable period of time — say eight to ten 
years, as indicated by the market analysis you have already 
accomplished. The standard working days represent the full 
annual operating period economically required to produce the 
desired volume, making due allowance for vacation periods, 
inventory shutdowns, tapering off and starting up at model 
changeovers, etc. These two basic standards are important as 
they represent that volume and operating period actually em- 
ployed in setting the initial budget allowances. They also 
represent management’s approved annual objective averaged 
over a considerable period of time, thus smoothing out seasonal 
peaks and valleys. The expense allowances set on this base 
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will constitute a standard budget at that very rate of pro- 
duction considered to provide a satisfactory annual return on 
investment. It therefore becomes a firm measuring stick to 
gauge present results in the light of long-term company policy. 


Standard volume in the automobile industry, for example, 
would be established to reflect the anticipated average annual 
vehicle demand, comprised of a defined number of passenger 
cars and of trucks, by model lines, further divided into specific 
body types such as fordors, convertibles, etc. It would also 
indicate territorial distribution of each type of product, because 
“built-up” vehicles for domestic consumption require more 
labor and expense than “knocked-down” vehicles for export 
shipment, to be subsequently assembled in foreign lands. Service 
parts, options and miscellaneous sales would also be embraced 
in the standard volume details. 


You are now ready for the Fifth step, which is the time- 
consuming and all important task of developing the allowances 
for each expense account, in each department, to produce 
standard volume in the allotted time. May I emphasize that 
determination of allowances should be a joint endeavour of 
production and finance personnel, aided by technical engineering 
counsel. It is of paramount importance to enlist the foreman’s 
enthusiasm for and agreement to the budget, because future 
variances will then be of personal concern to him, who assisted 
in developing the very standard whereby he is being measured. 

You have now reached the very heart of your project — 
the determination of what expenses are to be considered fixed 
and what expenses must be presumed to vary with the rate of 
production. 

The determination of fixed expenses starts with a judgment 
factor — what level of operations is to be selected as the rock 
bottom signpost below which expenses could not ordinarily 
be reduced by a going concern? A frequently used level is zero 
production resulting from a temporary shutdown. Fixed ex- 
penses on this basis would include depreciation, property in- 
surance, property taxes, essential maintenance, key personnel, 
largely supervisory, and other indispensable services. These 
non-reductible items are calculated and incorporated in the 
budget as dollar allowances at any and all rates of operation. 
I personally believe that zero production is an unrealistically 
low level upon which to base fixed allowances, because a shut- 
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down period is essentially abnormal. A drastically curtailed 
rate of operation is a more practical base in that it provides a 
larger, more realistic fixed allowance and commensurately re- 
duces the amount of expense which must follow fluctuating 
volume. Realism is preferable to idealism when dealing with 
practical men. 


It follows that all remaining expenses are to be controlled 
in direct proportion to the rate of production. The setting of 
this part of the budget therefore resolves itself into determining 
a rate per standard labor hour or dollar for each item of 
variable expense. An aid in arriving at this all-important cal- 
culation is the “scatter chart” which consists of plotted points 
indicating monthly performance at varying levels of production, 
all connected by a line of correlation. This line, adjusted for 
wringing out any possible water and exceptional non-recurring 
charges, will readily provide, for any production level, the 
allowable variable expense dollars. A further refinement to be 
carefully considered is a provision for indirect labor allowances 
in ascending steps rather than as a fixed percentage of standard 
labor. The reason for this is that a fraction of an indirect worker 
cannot be eliminated with a slight drop in production nor can 
a fraction of a man be added with a correspondingly slight 
increase. It must therefore be contemplated that indirect labor 
will remain constant for a certain range of production before 
additional manpower must be added or dropped. 

You have now established the two vital features of a 
flexible budget —- namely, a fixed dollar allowance for every 
non-variable expense and a fixed percentage of standard direct 
labor for every variable expense. 


The Sixth step automatically follows. It is the preparation 
and distribution of a performance report for each General Fore- 
man as soon as possible after the close of each budget period. 
This report compares actual expenses, by accounts, with the 
budget allowances converted to the actual volume worked by 
the simple expedient of the flexible feature described above. 
The resultant variances are a clear reflection of the expense 
efficiency or inefficiency of the department in question. 


The Seventh and “control” step is to analyze all un- 
favourable variances with the responsible foreman to determine 
and to eliminate the cause. Conversely, exceptionally good 
performance should be commended and quite possibly re- 
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warded in some more tangible way. Two essential prerequisites 
for the highest degree of budgetary control are wholehearted, 
demonstrable support by top management and distribution of 
performance reports with utmost despatch and minimum delay. 

Now, if I were Gabriel Heater, at this point I would un- 
doubtedly say: “A personal word, please.” For, in talking about 
improving our free enterprise activities, I cannot help taking 
notice of the ominous rising cloud of communist aggression on 
the international horizon — a threat to every liberty we now 
enjoy. Here is a challenge which must be resolutely faced to 
guarantee a continuing free economy in which to apply such 
techniques as the flexible budget and in which to enjoy the 
fruits thereof. I suggest that the decisive weapon in this great 
crisis is our personal recognition of the pre-eminent claims of 
God. In this the aggressors are totally remiss. To this I feel we 
might well be recalled. The President of my Company made 
this particularly significant comment in his timely and widely 
accepted speech of a week ago — “I have not lost faith in the 
power of prayer, nor in the wisdom and mercy of Almighty 
God.” 

Now, as Gabriel Heater again would put it — “Back to my 
subject, please.” I believe that a foreman who knows his 
flexible budget percentages will plan his operations in order to 
meet that budget. The flexible budget then becomes a real 
tool for control rather than a score card calculated after costs 
have ceased to be controllable. With the flexible budget utilized 
in this manner, cost trends can be directed, not merely followed. 








CHART TO ILLUSTRATE 
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Book Review 


SURVEY OF SALESMEN’S COMPENSATION REVEALS DATA ON 
PAY LEVELS IN REPORT PUBLISHED BY 
NATIONAL SALES EXECUTIVES 


That the average salesman calling on customers in America 
to-day makes a yearly income of approximately $5,400, while 
some make as much as $75,000, is one of the significant facts 
revealed in a 96-page report on a survey of salesmen’s com- 
pensation conducted jointly by the Harvard University Gradu- 
ate School of Business Administration and the National Sales 
Executives, Inc., of New York. The report, just published by 
N.S.E., summarizes the results obtained from questionnaires 
sent to more than 5,000 companies representing a cross section 
of industry in all parts of the country. 

Among the important facts revealed by the survey is that 
of the 1,234 salesforces included in the sample, more than half 
were paid in a combination of salary and some sort of addi- 
tional incentive, indicating a significant trend away from the 
straight salary of the past. The report concludes that sales- 
men, while desiring a measure of security, also feel a strong 
need for extra pay in accordance with their abilities to do a 
better job for their employers. By and large, salesmen paid a 
straight salary receive lower earnings than those paid in in- 


centives and bonuses. 


As was doubtlessly to be expected, the survey reveals that 
skilled salesmen with “highly creative sales assignments re- 
ceived high earnings.” Salesmen paid commissions are inclined 
to change jobs more often than those receiving salaries, while 
combination plans fall in between with regard to the turnover. 
Estimated turnover for all salesmen covered by the survey 
averages between 9% and 10%. One extreme case of 2,000% 
turnover is reported. 


With 97% of the salesmen included in the survey covered 
by social security (during 1949), almost 50% belong to com- 
pany employee pension plans. 

The report is available through the National Sales Execu- 
tives, Inc., Hotel Shelton, New York 17, N.Y. $2.00 per copy. 
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A Quest for the Ideal Industrial Accountant 
By GEORGE MOLLER, D.juris, C.A. 





What one should expect of the ideal industrial 
accountant and what is the scope of his activities? 
Where does the industrial accountant fit into the 
organization of a business? The author has drawn on 
many sources of references and his own experience in 
an effort to answer these questions. The opinions ex- 
pressed are his and do not necessarily represent the 
views of the Society or its members. 











The aims and objects of the Society of Industrial and Cost 
Accountants of Canada and its affiliated Societies in eight 
Provinces include:. “ ... To study the problems of Industrial 
Accounting; to promote and increase the knowledge, skill and 
proficiency of its members in all things relating to Cost and 
Industrial Accounting, Business Organization and Management; 
to advance the profession of Industrial Accountants by 
gran@ng the R.I.A. degree denoting the possession of standard 
qualifications...” 


Having regard to the latest development in the Provinces 
of Ontario and Quebec, which led to the crystallization of the 
responsibilities, duties and privileges of public accountants, it 
seems appropriate to take stock again of the field of the In- 
dustrial and Cost Accountant in order to arrive at a description 
of the desirable qualifications for members of this profession. 
The following dissertation had its start in the writer’s quest for 
a generally applicable definition of the terms “Industrial and 
Cost Accountant” and, as such, does not make claim to general 
acceptance by the Society, or its members, nor does it pretend 
to be complete and accurate. 

It should further be realized that in the same way as the 
majority of Chartered Accountants and Certified Public Ac- 
countants did not remain in the Public Accounting field, the 
members of this Society did not confine their activities to 
industrial enterprises in the rather narrow sense of the term 
“industrial” but occupy positions in practically all spheres of 
the commercial life of this country. 

A scrutiny of the existing popular text books did not pro- 
duce any ready-made definition of an “Industrial Accountant”. 
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To arrive, therefore, at a listing of the duties and responsi- 
bilities of a person deserving the title of Industrial Accountant, 
it becomes necessary to look for other sources of information. 
It is only natural that in this quest the reviewer turns first to 
the description of the duties and responsibilities of the person 
who is responsible for the General Cost Accounting in an in- 
dustrial enterprise. Such a person is the controller of a manu- 
facturing corporation. 

A listing of the duties of a controller has been compiled 
by the Controllers’ Institute of America and is reproduced in 
the volume “Practical Controllership”, by David R. Anderson, 
C.P.A., 1947, Richard E. Irvin Inc., Chicago. 

The following listing of the duties of an Industrial Ac- 
countant is adapted from the aforementioned tabulation: 

(1) Supervision and responsibility for and/or keeping of 
all accounting records of the corporation. 

(2) The preparation of the material for the financial 
statements and reports of the corporation. 

(3) The compilation of production costs from the cost 
records. ® 

(4) The compilation of the costs of distribution. 

(5) Reconciliation of all physical inventories taken with 
the book records. 

(6) The preparation and compilation of all information 
required for filing of tax returns, their compilation 
under the instructions from the treasurer and/or 
controller of the company and the keeping of all 
records required by tax regulations. 

(7) The collection of all material necessary for keeping 
the statistical records and issuing statistical reports 
required from the corporation. 

(8) Supplying all information from the accounting records 
to the Budget Director necessary for the preparation 
and control of a general budget, and/or departmental 
budgets. 

(9) Compiling all information necessary for establishing 
the basis for and in compliance with the insurance 
policies covering the property, rights and responsi- 
bilities of the corporation. 

(10) Assisting in the issuance and maintenance of stan- 

dard practices relating to all accounting matters and 
procedures. 
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(11) The keeping and/or supervision of records of author- 
ized appropriations and the expenditures made in 
connection therewith. 

(12) The keeping and/or supervision of records required 
to control all financial transactions resulting from 
contracts and leases to which the corporation is a 
party. 

(13) Co-operation with the internal auditor facilitating 
the carrying out of the internal audit. 

(14) Co-operation with the external auditor facilitating 
the carrying out of an independent audit of the 
financial statements of the company. 

(15) Preparation and/or supervision of all reports and 
other actions in compliance with orders or regulations 
issued by duly constituted governmental agencies, as 
for instance Workmen’s Compensation Board, Un- 
employment Insurance Commission, etc. 

The quoted text on the functions of the controller states 
that — “There is a truly amazing variation in the nature and 
scope of the controller’s duties.” This statement with certain 
qualifications could apply also to the duties of the Industrial 
Accountant which vary from organization to organization but 
can nevertheless be described in a general way applicable to 
the majority of Industrial organizations. 

The following responsibilities are frequently conferred upon 
the Industrial Accountant especially in smaller corporations 
where the accountant holds also the position of Office Manager; 
the listing is taken from a publication of the American Manage- 
ment Association, the Management Review, and reproduced in 
an abbreviated and adapted form, considered suitable for our 
purpose: 

(1) Responsible for the layout and upkeep of the general 
office, including furniture and fixtures. 

(2) Responsible for the operation of a “correspondents’ 
shop” or “typists’ pool”. 

(3) Responsible for the receptionist, telephone, switch- 

board, telegraph and teletype. 


(4) Responsible for the specification and suggestion of 
additions to and improvements of office machines, 
appliances, furniture and fixtures and their proper 
use. 
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(5) Responsible for the stationery supplies. 

(6) Co-operate in the administration and interpretation 
of company policies as they apply to office personnel 
under the Industrial Accountant. 

(7) Responsible for the training of office personnel, their 
interchangeability in the organization and their 
promotion. 

(8) Suggestions of changes and improvement in office 
procedure, methods and routine. 

(9) Responsible for the establishment and application of 
yardsticks to measure and control the productivity 
of office personnel. 

(10) Responsible for the maintenance of good morale in 

the office. 

Almost everyone of the duties listed heretofore could be 
elaborated upon by an exhaustive description of the field 
covered in each individual point. 

The duties of a Cost Accountant are, of course, more or less 
distinctly described in the standard text books of Cost 
Accounting. 

The Cost Accountants’ Handbook defines the major ob- 
jectives of Cost Accounting as follows: 

(1) To furnish the maximum amount of information from 

both operating and cost angles. 

(2) To present in the most practical way the facts that 
reveal actual working conditions and situations; to 
facilitate effective supervision of plant operation; and 
to aid in attainment of high standards of efficiency and 
therefore a realization of maximum net profit. 

(3) To aid in determining policies 

The first aim requires the adaptation of reports to executive 
needs which has been aptly expressed as the principle of “Ac- 
counts for Operators” instead of “Accoufits for Accountants”. 
The second aim requires the intelligent interpretation of operat- 
ing results as reported, by developing variations in cost which 
may even include the preparation of variable expense budgets 
in terms of men and man hours rather than in terms of dollars. 

The third aim can only be achieved when the Cost Ac- 
countant and his section function as an impartial fact collecting 
agency which presents the data unbiased in a form most service- 
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able to the executives who make their decisions based upon the 
report. It is stressed that the Cost Accountant must not limit 
himself to cost collecting, but is required to digest the signi- 
ficance of facts compiled and to arrange them in the best 
suitable way. Cost analysis leads to cost control. 


Dohr, Inghram and Love, in “Cost Accounting Principles 
and Practice” state that the distinction between general and 
cost accounting is one of degree. Whenever a procedure serves 
cost analysis, the determination of unit costs, the establishment 
of standards, the elimination of waste, the fixing of selling prices, 
the name “Cost Accounting” can be applied to it. 


The Cost Accountant has to make a substantial contri- 
bution to the proper discharge of the following management 
functions: 


Cost standards to measure the efficiency of performance. 
Administrative control of operations through the budget 
Associative price control through codes of fair competition. 
Balance of stores and stock records. 

Incentive wage plans. 

Purchase control. 

Selection and placement of personnel 

Idle time and idle plant and equipment analysis. 

Planning. 

Time study. 


As outlined in more detail in VanSickle, “Cost Accounting 
Fundamentals and Procedures”, the Cost Accountant assists 
through his work, apart from general management, the following 
divisions of an Industrial enterprise: 

(1) Factory management 

(2) Personnel management 

(3) Marketing management 

(4) Administrative management 

(5) Financial management : 

In order to develop the desirable close relations to these 
divisions, it is a necessity for the Cost Accountant to have at 
least basic knowledge of the functions of each of these divisions. 
The organization chart in VanSickle, showing the relationship 
between Cost Accounting and General Accounting and the other 
aforementioned divisions of an Industrial enterprise lists Payroll 
and Cost Department under the Service Departments, for which 
the Vice-President in charge of manufacturing division is re- 
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sponsible, whereas the general accounting is shown as part of 
the finance division under the Treasurer. In practice, in Canada, 
Cost Accounting and General Accounting are both usually under 
the responsibility of the controller. 

In the preface to Lang’s Cost Accountants’ Handbook, the 
statement is found that this work deals primarily with cost 
accounting for manufacturing industries. “It is in this field that 
cost accounting has attained its greatest development and ma- 
turity” ... “The usefulness of the material, however, extends 
to others than the Cost Accountant. These include the engineer, 
the production staff, the General Accountant, and the Manager, 
each of whom, to an increasing extent, is being brought into 
contact with cost data.” 

This statement could be enlarged in the direction of, in- 
cluding into the field covered by cost accounting, other kinds of 
enterprises such as transportation companies, department stores, 
chain stores, publishing houses, public ‘utilities and even in- 
surance companies and banks, who all sell their services to the 
public and present problems related to the distribution costs and 
service department costs of an industrial enterprise. 

In the above mentioned article, Cost Accounting as a Tool 
of Management, the importance of cost accounting to manage- 
ment is summarized by the following considerations: 

(1) Division of authority through organization requires 
the measuring of the manner in which the authority 
has been used. (i.e. Departmental cost control.) 

(2) All of the instruments of control involve cost aspects. 
Three of them — cost standards, budgets, and actual 
costs are predetermined or historical statements of 
cost. 

(3) Profit is the difference between revenue and the cost 
of revenue. The latter is to a greater degree within 
the control of management than the former. 

(4) Every phase of operating activity requires appraisal 
from the cost standpoint. 

The duties of a Cost Accountant are illustrated by the 
classification of cost accounting problems found in the article 
headed “Major Cost Problems in Business”, in Lasser’s Hand- 
book of Cost Accounting Methods. 

(a) Problems of Adaptation 

1. Adjustment to production methods and 
circumstances. 
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2. Defining the products to be costed. 


(b) Problems of Cost Analysis and Accumulation 
1. Recording the underlying quantity data. 
2. Allocating period production costs to products. 

(c) Providing Control Information. 

This classification indicates that there are, in a sense, three 
broad types of cost problems. The first is that of adapting cost 
methods to the productive circumstances in which they are to 
function. The second and third involve operating the cost 
system that has been so adapted. Not only the latter group of 
problems, but the former group as well, demand continuous 
attention. Problems of adaptation are, in a way, system installa- 
tion problems. This does not mean, however, that once con- 
clusions have been arrived at, these problems may be forgotten. 
Products are added or dropped; production machines and 
methods are in a constant, although not necessarily rapid, state 
of change. Conclusions about costing methods must therefore 
be continuously reviewed, both to correct earlier errors or com- 
promises and to effect adjustment to new manufacturing 
conditions. 

N.A.C.A. Bulletin, Volume XXX, No. VIII, December 15, 
1948, reviews the replies obtained from sixty-six companies on 
their use of standard costs. The uses made are as follows: 

Cost Control — 65 companies. 

Bookkeeping Economy — 60 companies. 

Costing Inventories — 60 companies. 

Budgeting — Limited use. 

Pricing — No definite statement about this use. 

The quoted source concludes that it appears that a number 
of the companies whose practices were studied have not realized 
the full potential which standard costs possess. 

A similar conclusion is arrived at concerning the use of 
cost accounting in general in the section headed: “Some Im- 
plications of the Study”, out of the article under the title “Sur- 
vey of Cost Accounting in Industry”, in Lasser’s Handbook. 
This section is quoted in full: 

“The widespread absence of cost data indicates that busi- 
ness management in the majority of cases is failing to use the 
valuable tool of cost accounting for either managerial or pricing 
purposes. It would appear, therefore, that the much talk about 
“know how” that American business is supposed to possess 
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should be subjected to a rigorous analysis. Obviously, we know 
how to produce, process, and manufacture commodities in 
astronomical quantities, when almost all emphasis is on output 
and cost is a minor consideration, as it was during World War 
II. The real question is: Do we know how to produce and 
fabricate commodities and then distribute them in a way that 
will enable us to keep the wheels rolling day after day and year 
after year, when cost is a major consideration? 

In conclusion of the listing of the duties and responsibilities 
of the Cost Accountant, the introductory paragraph of an address 
“Pricing Policies and Cost Analysis”, by Joel Dean, Professor 
of Columbia University, is quoted. The article is printed in the 
1949 Conference Proceedings of the National Association of 
Cost Accountants. 

“The cost accountant is strategically situated to play a 
pivotal part in the determination of his company’s pricing 
policies, but to make the most of his opportunity and his re- 
sponsibility he must have more than mere technical competence 
in accounting. He needs a clear understanding of all con- 
siderations that should enter into a realistic pricing policy. To 
give cost accounting its maximum usefulness for practical pric- 
ing, the cost accountant should also have a keen awareness of 
the limitations of traditional cost analysis for pricing purposes. 
The smart cost accountant will not put himself in the vulner- 
able position of claiming for his cost estimates a greater role 
in price determination than they should actually play. Instead, 
he should be the first person to recognize their proper scope in 
realistic pricing.” 

Having made an attempt to define the boundaries of an, 
Industrial and of a Cost Accountant it remains to be re- 
emphasized that the training leading to the development of a 
good Industrial and Cost Accountant will enable the graduate 
accountant to aspire to a leading position in the financial section 
also of non-manufacturing commercial enterprises as for in- 
stance — department stores, transportation companies, etc., be- 
cause the knowledge he has acquired in his studies and practice 
as an Industrial Accountant can be applied generally and ad- 
justed particularly to the needs and requirements of commercial 
accounting at large. 
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FUNDAMENTALS OF COST ACCOUNTING 
Comments by A. V. HARRIS, C.A., R.LA. 
QUESTION 4 (30 Marks) 


The Jones Company manufactures a single product for its parent 
company. The company uses a process cost system for its accounting, with 
three consecutive processes, known as No.’s 1, 2 and 3. At ist January, 
1950, the inventory of work in process has been established as: 

Work in Process — No. 1 

50 units — 100% complete for material 
— 50% complete for labour and factory expense. 
Total value at $93.00 per unit. 
Work in process — No. 2 
50 units—60% complete for material, labour and factory expense. 
Total value at $194.80 per unit. 

Work in Process — No. 3 — Nil 

During the month of January, 1950, 900 units were finished and 
transferred from Process No. 3, of which 100 units were those mentioned 
above as being in process at the beginning of the month. 

At 31st January, 1950, the inventory of work in process consisted of: 

Work in Process — No. 1 

75 units — 100% complete for material 
— 33!4% complete for labour and factory expense. 
Work in Process — No. 2 
25 units — 80% complete for material, labour and factory ex- 
pense. 
Work in Process — No. 3 
100 units — 50% complete for labour and factory expense. 

Materials in Process No. 1 are added at the beginning of the process; 
continuously during production in Process No. 2; and at the end of Process 
No. 3. 

Details of production costs for the month of January, 1950, were as 
follows: 








Factory 

Material Labour Expense 

WNOGMOR ING 8) oc cccscccencticteeeae $39,000 $22,000 $21,000 
MANOMMMR OREI SD occ 2o ck cis cae xccdevantiecen G 12,000 20,300 10,000 
EO | Ee EOE rE 24,000 17,000 19,000 
$75,000 $59,300 $50,000 











Required: 
A cost statement for the month of January, 1950, showing: 
(1) The unit cost and the total cost in each process. 
(2) The cumulative unit cost and total cost, after each process. 
(3) The value of Work in Process as at January 31st, 1950. 
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SOLUTION TO QUESTION No. 4 


JONES COMPANY LIMITED 


COST STATEMENT — JANUARY, 1950 


Process No. 1 Process No. 2 


Process No. 3 





























EE ATT. $39,000.00 $12,000.00 $24,000.00 
OTS Sa neem eon 22,000.00 20,300.00 17,000.00 
Factory Expense .................. 21,000.00 10,000.00 19,000.00 
Costs this department ........ 82,000.00 42,300.00 60,000.00 
Costs transferred, 

previous department ... 82,622.50 131,730.40 
Work in Process — 

beginning of period ... 4,650.00 9,740.00 

86,650.00 134,662.50 191,730.40 
Work in Process — 

end of period ........... 4,027.50 2,932.10 14,477.50 
Cost of Finished 

Production transferred ..$82,622.50 $131,730.40 $177,252.90 
Unit Cost in the 

Department .............. $ 83.10 $ 42.73 $ 64.56 
Unit Cost Cumulative .......... 83.10 125.83 190.39 
Units — beginning 

ic Sn eee 50 50 
Units — transferred or 

put in production ........ 1,000 975 1,000 
Units — processed — 

Rg assessccesvetsnscivcssvs 1,050 1,025 1,000 
Units — end of period ...... 75 25 100 
Units — transferred ........... 975 1,000 900 
Unit Cost of Production — Process No. 1 

Material — all added 

at beginning ........ $39,000.00 $ 39.00 
1,000 units 
Labour and Expense ..$43,000.00 
(25+925+25) .......... 975 units 44.10 83.10 
Unit Cost of Production — Process No. 2 
NED fos oics ics ccceassct coat $42,300.00 
(20+950+20) .......... 990 units 42.73 
Unit Cost of Production — Process No. 3 al 
Material — all added 
| URE oe eer $24,000.00 
900 units 26.67 
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Labour and Expense ....$36,000.00 


(900-F50)> oi ccccccsccsseses 950 units 37.89 64.56 
Work in Process — Inventories 31st January 1950 
Process No. 1 — 
75 units — 
Material 75 x 39.00 ......... sivesescecssle GeO 
Labour and Expense 25 x 44.10 .... 1,102.50 $ 4,027.50 
Process No. 2 — 
25 units — 
Previous Department Cost 
eee i ee oc occ conte oxdercccieckuecs 2,077.50 
All Cost this Department 
20) = 42:73: ....... Sey accel tees 854.60 2,932.10 
Process No, 3 — 
100 units — 
Previous Department Cost 
10@):% 42586 «2.055: ... 12,583.00 


Material this Department 
Labour and Expenses — 
This Department 50 x 37.89 1,894.50 14,477.50 





$21,437.10 


NOTE: Average cost of 900 finished units at $196.94 is explained by 
the costs in opening inventories which differ from those ap- 
plicable to production costs for the month. 


COMMENTS 


For students who do not obtain sufficient practice in process cost 
problems, the type of problem, which involves opening and closing in- 
ventories of work in process, is quite difficult. It was apparent that 
candidates writing in some provinces had not studied this kind of a 
problem sufficiently and the marks were therefore disappointing. 

The cost statements presented were on the whole not compact and 
clear. Since this is a standard type of problem it is the opinion of 
examiner that the form reproduced above should be a well known form. 
Average mark for problems examined was 15.7 out of a possible 30 marks. 


QUESTION 5 (15 Marks) 


The X Company Limited has always followed the practice of in- 
ventorying finished goods at selling price. The following statements were 
prepared on this basis: 


[NE roe ORRIN? Tome e ee $712,600 
Raw materials used at cost . $308,920 
Labour and factory expense .. 413,631 


$722,551 
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Work in process at cost: 
Opening $306,142 
Closing 352,325 46,183 





Cost of goods made $676,368 
Finished goods at selling 
price 
Opening $124,729 
Closing . 312,200 364,168 





Gross operating margin .......... $348,432 


Required: 

On the assumption that the percentage mark up for the current year 
is normal, determine the gross operating margin, valuing the finished goods 
inventory at cost. 


SOLUTION TO QUESTION 5 
$712,600 
Add Finished goods inventory 
RINNE so ca csscehosaaszidaze us voxenciysnsconeveacsyasece aa 
Opening ms eee aaa oe ee 312,200 





Finished goods made at selling price $1,024,800 


Finished goods made at cost pb) meee 676,368 
Relation of cost to retail .. 66% 
Finished goods Inventory at cost 

Opening 66% x 124,729 ..0..0....000...... $ 82,322 

Closing 66% x 436,929 ............. 288,373 
Sales ......... : $712,600 

Less cost of sales 

Inventory opening .................... wersecesete apo 

Cost of manufacture = 676,368 


$758,690 
Inventory closing ..... Sees ..... 288,373 $470,317 





Gross trading margin ................. $242,283 


COMMENTS: 


This question was very poorly answered throughout. As the infor- 
mation was presented in the question which would enable the student to 
establish the relationship between cost and retail, rather severe penalties 
were imposed where an assumed mark-up was used in answering the 
question. The answers presented to this question indicated a failure on 
the part of the student to recognize the significance of the data, and, in 
particular, the fact that the retail value of cost of goods made is repre- 
sented by sales at retail plus finished goods closing inventory at retail less 
finished goods opening inventory at retail. 
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